ty

Michigan Deptartment of Treasury
496 (2-04)

Auditing Procedures Report

Issued under P.A. 2 of 1968, as amended.

Local Government Type Local Government Name County
City []Township [Jvilage [Jother | Detroit Brownfield Redevelopment Authority Wayne

Audit Date Opbinion Date Date Accountant Report Submitted to State:

6/30/05 8/3/05 12/23/05

We have audited the financial statements of this local unit of government and rendered an opinion on financial statements prepared in
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform Reporting Format for
Financial Statements for Counties and Local Units of Government in Michigan by the Michigan Department of Treasury.

We affirm that:
1. We have complied with the Bulletin for the Audits of Local Units of Government in Michigan as revised.
2. We are certified public accountants registered to practice in Michigan.

We further affirm the following. "Yes" responses have been disclosed in the financial statements, including the notes, or in the report of
comments and recommendations

You must check the applicable box for each item below.

[]Yes No 1. Certain component units/funds/agencies of the local unit are excluded from the financial statements.

DYes No 2. There are accumulated deficits in one or more of this unit's unreserved fund balances/retained earnings (P.A.
275 of 1980).

|:|Yes No 3. There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of 1968, as
amended).

DYes No 4. The local unit has violated the conditions of either an order issued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

DYes No 5. The local unit holds deposits/investments which do not comply with statutory requirements. (P.A. 20 of 1943,
as amended [MCL 129.91], or P.A. 55 of 1982, as amended [MCL 38.1132)).

D Yes No 6. The local unit has been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit has violated the Constitutional requirement (Article 9, Section 24) to fund current year earned
[:IYes No 7. pension benefits (normal costs) in the current year. If the plan is more than 100% funded and the overfunding

credits are more than the normal cost requirement, no contributions are due (paid during the year).

[:IYes No 8. The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 1995
(MCL 129.241).

DYes No 9. The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 129.95).

. To Be Not
We have enclosed the following: Enclosed Forwarded Required
The letter of comments and recommendations. /

Reports on individual federal financial assistance programs (program audits). /
Single Audit Reports (ASLGU). /

Accgl nt Signature Date
g By Fisoc
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George Johnson & Company
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George Johnson
& Company

1200 Buhl Building « 535 Griswold Street « Detroit, Michigan 48226-3689
(313) 965-2655 » Fax (313) 965-4614

INDEPENDENT AUDITORS’ REPORT

August 3, 2005

To the Board of Directors
City of Detroit Brownfield Redevelopment Authority
Detroit, Michigan

We have audited the accompanying financial statements of the governmental activities and each major fund of
the City of Detroit Brownfield Redevelopment Authority (“DBRA”), a component unit of the City of Detroit,
Michigan, as of, and for the year ended, June 30, 2005, which collectively comprise DBRA’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of DBRA’s
management. Our responsibility is to express an opinion on these financial statements based on our audit. The
prior-year summarized comparative information has been derived from DBRA s financial statements as of, and
for the year ended, June 30, 2004 and, in our report dated August 13, 2004, we expressed unqualified opinions
on the respective financial statements of the governmental activities and each major fund.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of DBRAs internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the aforementioned financial statements present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of DBRA as of June 30, 2005, and the
respective changes in financial position thereof for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

The accompanying management’s discussion and analysis and schedule of revenue and expenditures - budget
and actual (general fund) are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

é:by-—u-m .

CERTIFIED PUBLIC ACCO

An Independent Member of the BDO Seidman LLP Alliance




CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

June 30, 2005

This section of the annual report of the City of Detroit Brownfield Redevelopment Authority
(“DBRA”) presents management’s discussion and analysis of DBRA s financial performance during
the fiscal year that ended on June 30, 2005. Please read it in conjunction with DBRA’s financial
statements, which follow this section.

FINANCIAL HIGHLIGHTS

DBRA is inits infancy. It has just begun to collect taxes. It has limited revenue and expenses. It did
increase its net assets by approximately 250 percent; however, that increase was due in part to the
collection of several one-time payments and is not expected to occur every year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report contains two types of financial statements. The statements of net assets and
statements of activities (which are presented on pages 6 and 7) are considered government-wide
financial statements. The balance sheets and statements of revenue, expenditures, and fund balances
for governmental funds (which are presented on pages 8 and 9) are considered fund financial
statements. A further discussion of each type of statement follows.

Government-Wide Financial Statements

The government-wide financial statements report information about DBRA as a whole using
accounting methods similar to those used by private-sector companies and non-profit
organizations. The statements of net assets include all of DBRA’s assets and liabilities. All of
the current year’s revenue and expenses are accounted for in the statements of activities,
regardless of when cash is received or paid.

The two government-wide financial statements report DBRA’s net assets and how they have
changed. Net assets represent the difference between DBRA’s assets and liabilities, and they
represent one way to measure DBRA’s financial health, or position. Over time, increases or
decreases in DBRA’s net assets are an indicator of whether its financial health is improving or
deteriorating.

Fund Financial Statements

The fund financial statements provide more detailed information about DBRA’s funds, not
DBRA as a whole. Funds are accounting devices that DBRA uses to keep track of specific
sources of funding and spending for particular purposes.



CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)

June 30, 2005

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Fund Financial Statements (continued)

DBRA’s activities are included in governmental funds, which focus on how cash, and other
financial assets that can be readily converted to cash, flow in and out, and show the balances left
at the end of the year that are available for spending. As such, the fund financial statements
provide a detailed short-term view that shows whether there are more or fewer financial
resources that can be spent in the near future to finance DBRA’s programs.

The notes to the financial statements, which begin on page 10, explain some of the information in the
financial statements and provide more detailed data. A comparison of DBRA’s general fund revenue

and expenditures to its budget is provided on page 16.

FINANCIAL ANALYSIS OF THE ORGANIZATION AS A WHOLE

Table 1 reflects the condensed statements of net assets as of June 30, 2005 and 2004:

Table 1
Statements of Net Assets
June 30, 2005 and 2004

Assets:
Cash
Other assets

Total Assets
Liabilities:
Accounts payable

Total Liabilities

Net Assets:
Restricted for redevelopment
Unrestricted

Total Net Assets

2005 2004

$ 114,129 $ 125,218

150,000 30,167
264,129 155,385
15,747 84,765
15,747 84,765
86,395 27,199
161,987 43,421

$ 248,382 $ 70,620




CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)

June 30, 2005

FINANCIAL ANALYSIS OF THE ORGANIZATION AS A WHOLE (CONTINUED)

The net assets of DBRA increased by 252 percent. This increase is principally attributable to the
receipt of certain property taxes from previous years, as well as contractual payments from the City
of Detroit.

Table 2 reflects the condensed statements of activities for the years ended June 30, 2005 and 2004:
Table 2

Statements of Activities
For the Years Ended June 30, 2005 and 2004

2005 2004

Revenue:
Program revenue $ 379,341 $ 243,533
General revenue 75,396 27,415
Total Revenue 454,737 270,948

Expenses:
Brownfield redevelopment 276,975 205,772
Net Increase in Net Assets 177,762 65,176
Net Assets, Beginning of Year 70,620 5,444
Net Assets, End of Year $ 248,382 $ 70,620

Property tax receipts, along with special one time payments, resulted in increased revenue for the
year ended June 30, 2005.

In comparing DBRA'’s general fund revenue and expenditures to its budget (as shown on page 15),
DBRA'’s financial position for the year ended June 30, 2005 was affected by several one-time
receipts and disbursements necessary for DBRA to continue to become self-sufficient. Excluding the
one-time events, the variances between the budget and actual results are within a normal margin for
all budget categories.



CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)

June 30, 2005

ECONOMIC FACTORS

DBRA will receive a large majority of its revenue in the future through tax receipts. The economic
health of the brownfield areas will have a substantial impact on the level of revenue received.

FINANCIAL CONTACT

This financial report is designed to present its users with a general overview of DBRA’s finances and
to demonstrate DBRA’s accountability for the money it receives. If you have any questions about
this report or need additional financial information, contact the office of the chief financial officer of
Detroit Economic Growth Corporation, 500 Griswold, Suite 2200, Detroit, Michigan 48226.



CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

-

STATEMENTS OF NET ASSETS

- June 30, 2005

' (With Comparative Totals as of June 30, 2004)

-

Governmental Activities

- 2005 2004

- Assets:

| Cash (Note A) $ 114,129 $ 125,218

Accounts and contracts receivable (no allowance

- considered necessary) 150,000 30,167
Total Assets 264,129 155,385

-

Liabilities:

Accounts payable 15,747 84,765

Total Liabilities 15,747 84,765

-

Net Assets:

Restricted for redevelopment 86,395 27,199

- Unrestricted 161,987 43,421

Total Net Assets (see page 8) $ 248,382 $ 70,620

-

-

-

- See notes to financial statements.

| - -



CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

STATEMENTS OF ACTIVITIES

For the Year Ended June 30, 2005

(With Comparative Totals for the Year Ended June 30, 2004)

Expenses:

Brownfield redevelopment program:
Administrative and operating expenses (Note A)
Professional fees

Total Program Expenses
Program Revenue:
Brownfield redevelopment program:
Contracts (Note A)
Redevelopment fees (Note A)
Total Program Revenue
Net Program Revenue
General Revenue:
Property taxes (Note B)
Interest income
Total General Revenue
Net Increase in Net Assets (see page 9)
Net Assets, Beginning of Year

Net Assets, End of Year

See notes to financial statements.

Governmental Activities

2005 2004
$ 229,689 $ 165,754
47,286 40,018
276,975 205,772
225,000 139,463
154,341 104,070
379,341 243,533
102,366 37,761
73,353 27,199
2,043 216
75,396 27,415
177,762 65,176
70,620 5,444
$ 248,382 $ 70,620
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CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

NOTES TO FINANCIAL STATEMENTS

June 30, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities and Purpose

The City of Detroit Brownfield Redevelopment Authority (‘DBRA”) was created by a Detroit City
Council resolution dated April 23, 1998, and approved by the Mayor of the City of Detroit, Michigan
(the “City”) on April 30, 1998, under the provisions of Act 381, Public Acts of Michigan of 1996.
DBRA was established for the following purposes:

e To create brownfield redevelopment zones

e To promote the revitalization, redevelopment, and reuse of certain property, including, but not
limited to, tax-reverted, blighted, or functionally obsolete property

To permit the issuance of bonds and other evidences of indebtedness

To authorize the acquisition and disposal of certain property

To authorize certain funds

To authorize and permit the use of certain tax increment financing

For financial reporting purposes, DBRA is a component unit of the City because the members of
DBRA’s Board of Directors are appointed by the City’s mayor and are confirmed by the Detroit City
Council, which approves DBRA’s budget. There are no fiduciary funds or component units included
in the accompanying financial statements.

Basis of Presentation

The financial statements of DBRA consist of government-wide financial statements, which include
the statements of net assets and statements of activities, and fund financial statements, which include
the balance sheets and statements of revenue, expenditures, and fund balances for governmental
funds.

Government-Wide Financial Statements

The government-wide financial statements report information about all of DBRA'’s assets,
liabilities, net assets, revenue, and expenses, similar to the financial statements of non-
governmental enterprises.

Fund Financial Statements

For purposes of the fund financial statements, the accounts of DBRA are organized on the basis
of governmental funds, each of which is considered a separate accounting entity. The operations
of each fund are accounted for with a separate set of self-balancing accounts that comprise its
assets, liabilities, fund balance, revenue, and expenditures.

-10-



CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation (continued)

Fund Financial Statements (continued)

The various funds are summarized by type in the fund financial statements. The following funds

are used by DBRA:

General Fund

The general fund is the general operating fund of DBRA. It is used to account for all

financial resources other than those required to be accounted for in another fund.

Redevelopment Fund

This special revenue fund is used to account for financial resources to be used for tax receipts
and related expenses. DBRA finances its redevelopment plan by capturing the tax proceeds
on the increase in assessed value within the tax increment district located within the

brownfield area. This fund is not required to legally adopt a budget.

Basis of Accounting

Government-Wide Financial Statements

The government-wide financial statements are prepared on the accrual basis of accounting using
the economic resources measurement focus. Accordingly, revenue is recorded when earned, and
expenses are recorded when incurred. Contract revenue, redevelopment fees, and other revenue
specific to redevelopment activities are classified as program revenue. All other revenue,

including all property tax revenue, is classified as general revenue.

Fund Financial Statements

The fund financial statements are prepared on the modified accrual basis of accounting using the
flow of current financial resources as a measurement focus. Under the modified accrual basis of
accounting, revenue is recorded when susceptible to accrual, which is when it is both measurable
and available. “Available” means collectible within the current period or soon enough thereafter
(within 60 days) to be used to pay liabilities of the current period. Expenditures, other than
interest on long-term debt, are recorded when the liability is incurred, if measurable. In applying
the susceptible-to-accrual concept to intergovernmental revenue, the legal and contractual

requirements of the numerous individual programs are used as guidance.

-11-



CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Accounting (continued)

Fund Financial Statements (continued)

Monies virtually unrestricted as to purpose of expenditure and revocable only for failure to
comply with prescribed compliance requirements are reflected as revenue at the time of receipt
or earlier if the susceptible-to-accrual criteria are met.

Administration

For the years ended June 30, 2005 and 2004, DBRA entered into cost-reimbursement agreements
with Detroit Economic Growth Corporation for administrative services at an annual cost not to
exceed $100,000 per year for the years ended June 30, 2005 and 2004. These expenditures are
reflected in administrative expenses for services rendered for each year.

Contract Revenue

DBRA entered into a cost-reimbursement agreement with the City to provide assistance to
businesses locating or relocating in the City, or which are creating or retaining jobs through
revitalization of brownfield properties, as well as to establish and formulate plans for economic
development of brownfield properties. Such contract revenue is recognized when expenses that are
reimbursable under the agreement are incurred.

Redevelopment Fees

DBRA assesses fees to those businesses for which DBRA provides assistance in brownfield property
redevelopment. These fees are assessed when the related services are provided, and such revenue is
recognized when the fees are assessed.

Cash Deposits

State of Michigan statutes require that certificates of deposit, savings accounts, deposit accounts, and
depository receipts be made with banks doing business and having a place of business in the State of
Michigan that are also members of a federal or national insurance corporation.

Custodial credit risk is the risk that, in the event of a bank failure, DBRA’s deposits may not be
returned to DBRA. DBRA does not have a deposit policy for custodial credit risk.

-12-



CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash Deposits (continued)

As of June 30, 2005 and 2004, DBRA’s carrying amount of deposits and bank balances, and the bank
balances that are not covered by federal depository insurance, are as follows:

2005 2004
Carrying amount of deposits $ 114,129 $ 125218
Total bank balances $ 164,129 $ 125,218
Uninsured and uncollateralized
bank balances $ 59,129 $ 20,218

Interfund Transactions and Eliminations

Interfund transactions are recorded as a payable by the receiving fund and as a receivable by the
advancing fund in the fund financial statements. All interfund transactions and balances have been
eliminated in the accompanying financial statements.

Comparative Financial Information

The required supplementary information to the financial statements does not include certain prior-
year comparative information in sufficient detail to constitute a presentation in conformity with
accounting principles generally accepted in the United States of America. Accordingly, such
information should be read in conjunction with DBRAs financial statements as of, and for the year
ended June 30, 2004.

NOTE B - PROPERTY TAXES

DBRA is authorized to finance its redevelopment plan by capturing the tax proceeds on the increases
in the assessed value on real and personal property within the tax increment district located within
the brownfield area. Funds raised from this levy are restricted for use within this district.

The City levies property taxes on July 1 of each year. Property taxes are due to the City on August
15 of each year, but may be paid in two installments, which are due on August 15 and December 31
of each year. Liens are assessed on unpaid taxes on July 1 of each year. The City remits collected
property taxes to DBRA in December and June of each year.

-13-



CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2005

NOTE C - RISK MANAGEMENT

DBRA has insurance policies covering its directors and officers. It also has general liability
insurance and property insurance covering its various assets. Due to the extent of insurance that
DBRA maintains, the risk of loss to DBRA, in management’s opinion, is minimal.

-14-
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CITY OF DETROIT BROWNFIELD REDEVELOPMENT AUTHORITY

NOTE TO SCHEDULE OF REVENUE AND EXPENDITURES - BUDGET AND ACTUAL -
GENERAL FUND (UNAUDITED)

For the Year Ended June 30, 2005

NOTE A - BUDGETS AND BUDGETARY ACCOUNTING

The City of Detroit Brownfield Redevelopment Authority (“DBRA”) establishes a budget that is
reflected in the financial statements for the general fund. The budget is presented on the modified

accrual basis of accounting.

Budgeted amounts are as presented to DBRA’s Finance Committee and approved by DBRA’s Board
of Directors and the Detroit City Council. No amendments to the budget were made during the year.
Appropriations are authorized by DBRA’s management. Unexpended appropriations lapse at the
end of the fiscal year.

-17-
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George Johnson
& Company

1200 Buhl Building « 535 Griswold Street ¢ Detroit, Michigan 48226-3689
(313) 965-2655 » Fax (313) 965-4614

August 3, 2005

To the Board of Directors and Management
City of Detroit Brownfield Redevelopment Authority
Detroit, Michigan

Our audit of the financial statements of the City of Detroit Brownfield Redevelopment Authority
(“DBRA”) as of, and for the year ended, June 30, 2005 has been completed. The audit was aided in
a positive manner by the assistance and cooperation of DBRA’s personnel.

In planning and performing our audit of DBRA’s financial statements, we considered its internal
control in order to determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide assurance on the internal control.

Reportable conditions involve matters coming to our attention relating to significant deficiencies in
the design or operation of the internal control that, in our judgment, could adversely affect DBRA’s
ability to initiate, record, process, and report financial data consistent with the assertions of
management in the financial statements.

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that errors or fraud in
amounts that would be material in relation to the financial statements being audited may occur and
not be detected within a timely period by employees in the normal course of performing their
assigned functions.

Our consideration of the internal control was for the limited purpose described in the preceding
paragraph and would not necessarily disclose all matters that might be reportable conditions. In
addition, because of inherent limitations in internal control, errors or fraud may occur and not be
detected by such controls.

This report does not affect our report on the financial statements, dated August 3, 2005. We have not
considered the internal control since the date of our report.

This report is intended solely for the information and use of the Board of Directors, management,
and others within DBRA and is not intended to be, and should not be, used by anyone other than
these specified parties.
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